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The real exchange rate of the Myanmar kyat vis-à-vis the US dollar exhibited sharp appreciation since 
2006. This paper investigates the sources of real exchange rate fluctuations using a structural vector 
auto-regression (VAR) model with the restriction of long-run neutrality of nominal shocks. It is found 
that nominal shocks had a larger effect on the real exchange rate, at least up to 2006. However, there 
appears to have been a structural break, and since then nominal shocks no longer had a major infl uence 
on the  real exchange rate.
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